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ABSTRACT 
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draws on recent research and current practice to suggest some 
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Foreword 



This paper is the second of an Education Commission of the States (ECS) series focusing 
on the problems of youth at ^isk of not successfully making the transition to adulthood ~ 
the dropout, the underachiever and far too many others of our young people who end up 
disconnected from school and society. The topic of this paper is one that we frequently 
get questions on from state policy makers — how to plan and finance dropout prevention 
programs. As is typical in the intergovernmental model that guides the provision of 
these services, no one solution emerges from the paper. However, Joel Sherman provides 
an excellent roadmap through the many policy considerations and examples from our 
natural policy laboratory, the states. 

In addition, the sponsorship of this paper represents an important collaborative effort 
among organisations committed to identifying solutions to the dropout problem. The 
Consortium on Education and Employment Initiatives for Dropout*Prone Youth includes 
the Committee for Economic Development, the Council of Chief State School Officers, 
the National Conference of State Legislatures, the National Governors' Association and 
ECS. ECS is very proud of its association with these organizations and will continue to 
work with them to develop effective opportunities for at-risk youngsters. 

Sherman is an accomplished author and scholar in the area of school finance. He has 
worked on school finance court cases in several states and headed up the National School 
Finance Study for the U.S. Department of Education. 

Finally, this effort at collaboration would not have occurred without the efforts of tnree 
key individuals, Evelyn Gansglass and Sandy Gibrell of the National Governors' 
Association and Cindi Brown of the Council of Chief State School Officers. Their 
commitment to a quality document and to collaboration was greatly appreciated. Our 
thanks also go to the Carnegie Corporation of New fork for its support of the ECS Youth 




At Risk project. 




Frank Newman 

ECS President 



BobPalAieh 

Project Director 
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INTRODUCTION 



The problem of school dropouts has been the focus of intense public attention over the last few 
years. The Business Advisory Committee of the Education Commission of the States (HCS), in its 
1965 report "Reconnecting Youth", set out the increasing consequences of school dropouts for the 
nation's well-being and diallenged the country's business, education, government, and social service 
leaders to take the actions necessary to guarantee "disconnected youth" a productive future. Since 
then, a host of local, state, and national reports have reinforced this message. Some reports, 
including the monograph recently released by the Institute for Educational Leadership, "Dropouts in 
America: Enough is Known for Action," have gone so as to suggest specific strategies and 
programs to meet the needs of "at-risk" youth and begin to aildress the dropout problem. 

Although there has been a great deal of discussi<m about the dropout prcdlem both in 
professional circles and in the popular media, there has been a noticeable absence of attention to 
the costs associated with addressing the dropout problem and the ways dropout prevention and 
r e c o v er y programs can be financed. To deal with these types of issues, policymakers will need to 
answer several key questions: 

■ What is tiie magnitude of the problem.' Where is it concentrated? How is it changing? 

■ How much do different interventions cost? What are the tradeofiEi among them? 

■ How would new dropout preventicm programs "fit" with other existing programs to serve "at- 
risk" youth? How can resources for different progn^ms be coordinated to ensure optimum 
utilization and nuudmum impact' 

9 How would new dropout prevention programs relate to other policies, such as increased 
graduation requirements and fiscal equalization? 

■ How do different strategies for serving at-risk youth and school dropouts work in practice? Are 
some strategies more effective than others M dropout prevention and recovery? 

This paper is designed as a resource guide to assist sute policymakers and program planners 
develop new s^proaches for financing dropout prevention and recovery programs. The guide will 
consist of three major sections. The first section of the paper will set out some questions that 
policymakers need to address in planning new dropout prevention and recovery initiatives. It then 
will discuss the process of determining the resources that are required to meet programmatic needs 
and suggest actions to take to ensure that there is a match between programmatic requirements and 
funding strategies. 
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The second secticHi will review briefly the range of programs and activities that states currently 
arc funding to meet the academic, personal, and vocational needs of dropouts and potential 
dropouts. The section will focus both on the types of programs that are being funded and on the 
ways resources arc being distributed to school districts and other types of institutions. 

Finally, the last section of the guide will draw on recent research and current practice to suggest 
somf: approaches that might be used to fund dropout prevention and recovery programs. The 
approaches range from such traditional mechanisms as grants competitions to school districts to 
grants to alternative schools to provide core or supplementary services for at-risk youth. In our 
review of these different funding strategies, we will attempt not only to describe the fanding 
mechanism but also to discuss the problems associated with it and the ways that these problems can 
be addressed if the strategy is to be employed successioUy. 
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ISSUES TO ADDRESS IN PLANNING AND 
nNANCING DROPOUT PREVENTION PROGRAMS 



The statistics regarding the magnitude of ^he dropout problem are alarming. Most estimates place 
the dropout rate at 14 to 18 percent, but dropout rates for minorities and iimer-dty youth are 
estimated at two to three times the national average. Faced with these figures, the first reaction of 
planners and policymakers is often to jump in and develop new initiatives and get them off the 
ground as quickly as possible without fully considering either the short- term or long-term 
consequences of their actions. A more reasoned approach - and one that is Ukely to meet with 
greater success over the long run - is for policymakers to work through at the outset the answers to 
a series of key questions about the scope of die problem and the resources that will be needed to 
meet it Throu^ this process, policymakers will be in a better position to ensure that there is a 
match between programmatic needs and the fiinds to support them. 

The Scope of the Problem 

The first set of questions that policymakers must address as a precursor to funding dropout 
prevention initiatives concerns the dimensions of the proolem: 

How many dropouts are there In the state? Where iire 'Jiey located? 

The number of dropouts in a state is one of the most basic piec^ of information about a state's 
education system. And, wliile it mi^t appear to policymakers that the answer to the question "How 
many dropouts are there?" would be immediately at hand, in bet this is not the case. At the current 
time, there are two major national sources of dau about school dropouts, but differences in data 
collection procedures and definitions produce widely divergent estimates about the number of 
dropouts. At the state and local levels, the problem is even worse. Anecdotes abound about the 
problems in obtaining accurate and comparable data fiom schools and school districts on the 
number of students who drop out each year. The problem is well illustrated in Chicago, Tidier^ 
students who leave school befo*^ graduation are grouped into nineteen separate a^iegones called 
leave codes." These include such categories as Host - not coaing to school," needed at home," 
and "married," along with "dropout" As a result, only a smaD number of schoci*leavers are actually 
listed as dropouts (Hahn and Danzberger). 

Even where definitions of dropouts are relatively similar, districts use different methods of 
calculating dropout rates. Some districts calculate aimual dropout rates by dividing the number of 
dropouts in a particular grade span, e.g., grades 9*12, by the fiOl enrollment for those gndes. 
Others calculau a cohort rate by dividing the number of students v^o drop out of high school over 
a four*year period by the number of entering freshmen. Still other districts are reputed to "adjust" 
their counting procedures to document the need for resources or to demonstrate progress in 



addressing the problem. Just a simple shift from an annual to a cohort rate wiU mak* 'he dropout 
problem ^>pear worse; the reverse shift would fiwter the dlstria's reputation as a leader in reducing 
the dropout problem. 

As a first step in assessing the magnitude of the dropout problem, sute poUcymakers must 
establish a standard definition of a school dropout and require that school districts coUea and 
accurateljr report these data on a regular, recurring basis. lUs step wiU force school districts to oay 
moK attention to the dropout problem - pamcularty if ftinding is tied to accurate reporting" of 
dropout counts - and will give states the information thejr need to estimate the resources needed to 
address it 

What ate the characteristics of dropouts and where are they located? 

Although the data on the number of dropouts at the local, state, and national levels leave much 
to be desired, other demogrq}hic dau and research on school dropouts can be used by 
poUqmakera to get a better handle on the problem and on the relath« incidence of school dropouts 
in different parts of the state. We know, lor esample, that dropout rates for blacks and Hlspanics 
are considerably higher than dropout rates for whites and that dropouts frequendy come from large 
&miU« of km so^economic status where a parent or ok^ 

(UpoDone; ^imberger, Sherman). In addition, dropouts are more likely to have histories of school 
feUure, as eMdenced by tower academic achievement, tower test scores, high rates of school absence, 
and retention in earlier grades. Much of ihis data, Including data on age, race and edmidty, 
attendance and retention rates, and. in many states, standardized test scores, often are coUected at 
die school or distrla level by state education agencies. While diese dau will not correspond 
precisely wlA dropout coun<s - since not aL students wiUi diose characteristics or behaviors drop 
out of school - they may be user, in die absence of accurate, comparabto dropout figures, to estimate 
the magnitude of a state's Jroi>out problem and the relative incidence of at-risk youUi or potential 
dropouts to different areas of die state. These data also can be used a) proxy measures forschool 
dropouts in allocating resources for dropout prevention programs. 

I» the number of dropouts growing or declining? Will the problem grow or decline in future 
ycftfsr 

ma^Sf-iTofT^ *° P°«2^« «» they plan dropout prevention programs is not only die 
magnitude of die current problem, but whedier die problem is likely to grow or decline in die future 
TO answer diese questions, poUcymakers need to consider several factors. First, vAax are die 
trends in the state's overall school enrollment' Is die number of students in die system increasing 
or deo^oising? It is abnost self^dent dut states such as Horlda and Tcsas, which for several years 
have beeii operiendng relatively high rates of enrollment growdi, are likely to have more school 
dropouts in fiiture years dian states like Michigan and New York, where enrollments are continuing 
to dedine. PoUcymakers must nonedieless be sensitive to diis fector since it will affea die number 
of students who may require special services and possibly die type of services diey may require. 

^JSL^TI^ enroUments. poUcymakers must focus more specifically on 

e^tfotaients in die early grades and on die characteristics of children who are entering die school 
system. Jescuch on school dropouts has found diat most students leave school between die nindi 

H^^^H^^" ^'^"^ " fi^" J"^" »° Wgh school: 

ffispanic students often drop out even earUer. Recent reports in die professional pre^ and die 
popufcur media ^ indicate Uiat many school systems diat still are experiencing an ovriall decUne in 

fiir^,^*^!^ ^ "T'S^* *" ^ elementary grades due to die baby boomlet of 

t»'e bte 1970s and «rly 1980s. It is dierefoie essential for poUcymakers to closely consider 
enrollmoit trends in die elementary school grades, since die population now entering school will 
create die pool of potential dropouts for die next decade. 

Th^ also must consider cardully die student population diat die schools will have to educate 
AS sated above, dropouts tend to come disproportionately from low-income and minority famlUes. 
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Suites such as California, where the minority population in the schools is growing quite rapidly 
between 1990 and 1984, minorlr/ enrollments in California grew by 25 percent (Office for Civil 
Rights; Center for Education Statistics) - therefore are likely to &ce increases in the number of 
potential dropouts, while other states such as Idaho and Kansas, with small or declining minority 
populatkms, are less likely to experience an increase in the dropout problem. Policymakers must 
not fit cau^t up in the "California syndrome" and assume that what happens in California now will 
occur in their own state a few years down the road. They must instead review the demognq)hics of 
their own state to obtain tht best p e rsp e cti ve cn the current and future dimensions of the dropout 
problem. 

Finally, to obtain the most comprehenshre picture of the dropout pr«>blem, policymakers must 
look closely at the changes in the schocd population within the state, as well as in the sute as a 
whole. Numerous studies on school dropouts provide dear evidence that dropout rates are I'lighest 
in central dty schotd systems and in poor rural school districts in Appalachia and the deep South 
(Sherman). AgMn, however, the situation is not the same in all states, llierefore, only through an 
analysis of demo{nq>hic and enrollment trends by school district will policymakers be able to assess 
wht^e resources are needed and develop funding strategies that direa resources to the places that 
need them most 

Resource Requirements 

Establishing the scope of the dropout problem is simply the first step in developing a strategy to 
establish programs to address the problem, but it will dearly play a key role in determining the 
resources that wiU be required to finance these programs and how these resources should be 
distributed. However, once the context of the problem has been defined, policymakers next must 
consider a set of questions about program costs and the mechanisms that vifill be used to fiind these 
programs. Specifically they must address the following qu »tk>ns: 

■ What are the resources that are retjuired to address the dropout problem, both in the shon run 
and the fong run? 

■ What institutions should receive progrsA hinds? 
I How should program resources be distributed? 

I How can financial incentives be used to foster the most eflfective use of resources and program 
success? 

■ How can program resources be coordinated with other programs that sennce at-risk youth and 
school dropouts? 

Cost ->f Program Services 

A key fiictor influencing the resource requirements of a dropout prevention program is the ypc 
of services that the program will support To state the obvious, certain intervention strategies are 
likely to be more costly than othen. Job training programs that use spedalized s^iff and expensive 
etjuipment to provide both academic remediation and vocational training dearly are going to be 
more expensive to operate than peer tutoring programs that pay oUer students a modest stipend for 
tutoring younger children. Ideally, research would be available to policymakers that provides 
deflnithfe answers about "what works" in dropout prevention and recovery. 

Unfortunately, this is not the case. The current sute of research at best describes the types of 
services provided to at-risk youth and school dropouts and the charaaeristics or components of 
programs that appear to be "working" (Wehlage; Intercultural Development Research Assodation; 
Center for the Stiidy of Social Policy). Policymakers therefore are limited in their ability to estimate 
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the potential resources required for dropout prevention initiatives. However, several courses of 
action arc open to them. 

One course of action would be to study the problem further. This could be done through a 
combination of two acthrities: review of evaluation reports on the cost of dropout prevention 
programs; and a sttiaU-scale empirical study of existing prograins to a^ 

ofinterventions. TWs approach is the mow limited in scale and would enctil relativelv lltUe flnandal 
outtoy by Ae state. It would invohe research grants to one or more institutions to a^ the status 
Of taowledge on eiliective practices and possibly smaU-scale funding of dissemination activities to 
apprise practitioners of these practices. 

r^^J^'^'^.y^T^ be to fund a variety of demonstration projects to develop more 

" P™^**« the basis for an analysis of the cow- 

r^TT*-?.*^^* dropout prevention strategies. Tliese projects might be funded 

tfirough discretionary grants, each of which would take a different approach to iSdressina the 
dropout problem. Although demonstrations imgr not provide the answer to "what worto" in 
Prevention, they might provide poUcymakers with guidance for future projects. In 
addition, they represent a low-cost option fbr dealing with the piobleiiL 

^ *° P™""" ^ * fi»n-»cale initiative, even though all the 

S^^SSli^ZS^'^'T'^ii^ PoUcymakencoukldntwo^theavail^iLTto 
d^^T»I^p.*^«timates as data fr^ Al*ough the fuU-scale 

2SS2n mSJT' ""^^ than the other two, it 1. consistent wS. the dropout 

T^Te^^^J^^.^'^J^ there is no Single solution to the dropout p^San. 
S^^Sf^^ with diverse appro«i«. p^ilcymakers may, in addition to gSierating 
con^rehenjvecost data, also lay the groundwork fbr making better d- nlnations al^t "what 
works" in dropout preventioa u"u»uoi« wow wnai 

Program Recipients 

«ri..l2liJT!! ^ prevention programs currendy in operation are provided 

^^^^^JT^K'^u!^^''*'^^ Tlte program fbcuseJdSS^ngular&TSi 
^btatttion with one of the following areas: attendance, academic performance, per^S^d so^ 
behavior, and career preparation and job training. , pcisonw ana sooai 

of dropout prevention services. These include other departinents of government, as weU « 

£1^2^ ot^tnizations, arSTjTte indusoTSn^.^S^ 
sedng a proliferation of collaborative arrangements in which schoob and non-school agendes work 
toget^ to provide a ^ of coordinated services for dropout-prone students and youtS^o^ 
have teft school. In some cases, non-school institutions are committing material and staff resources 
^SlSrSll^cS^*"''"^'*"""^ In other cases. Siey are provicCS?c« to 

«u^«T!IISf °^"r P*^***" of »«^«» into the dropout prevention arena raises some critical 
S^inSIS^'S T*" '^"'^o™ *o"»d ^ *<= recipients of dropout preventionSaS 
f Ji^t »**°oL?»'^«» ^ *e "elusive recipients of funds or should other public and privSe 
T^Tr^^rS:^^^'^^^'' If-o.howshouldfundingbedistrlLedto'^Sir 

unHlSH* SSI? "^"^i!^ '^'"nS odusively to school districts - as typically has been the case 
Ti ^J!^ ^ presumption here is that schools possess adequate skills and resources to 
*t f T ^ co'nc^^tinVrLurces in s^S^Aer 

than dispersing them among a more diverse array of providers would produce the best results. This 
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strategy, however, would reinforce the neair-inonopoly of public schools as providers of t ' w>nal 
services and mi^t restria the development of more innovative approaches to the dropout problem. 

A sea ad cation ' xndd be to provide set*asides of fixed proportions of funds to different types 
of service providers, broadening the potential array of dropout prevention services and stimulating 
competition among providers to produce the best results. This approach would guarantee that 
both schoob and other providers receive at least some funding and might thus mitigate the 
competition for funds to some degree. Under this approach, incentives also could be built into the 
funding system to develop collaborative arrangements to provide more integrated services to 
students and minimize service duplicatioa 

Finally, a third option would be to open up all funding to all institutions rather than set aside a 
share of fimds to different types of providers. This q>proach could tise an open-ended grants 
competition to fiind only proposab that qualify under the program's standards. Again, a more open 
sysftem is likely to generate more intense competition for funding, but this could be overcome by 
providing incentives for collaborative arrangements. Also, a more open competition runs the risk of 
dispersing relatively modest funds over too many providers and dissipating the efficacy of resources. 
Regulations therefore mi^t be needed to ensure that only projects that were sufficient in their size 
and concentration of resources would be funded under the program. 

Hie determination a state makes about who rece iv es funding inevitably will depend on the 
state's particular situation. In some states, and in sdected kxalities within these staies, there 
already may eiist a netwot < of agencies with the oqiadty to provide at-risk students with the services 
they require, either independently or u an adjunct to sdKX>b; in other cases, it may have to be 
created. Similarly, in some states vriiere there is more of a tradidon of collaboration between 
schotris and non-sdiool agencies, it may be easier politically for states to fund programs for dropout- 
prone youth outskle the puUic school setting. In other states, politics may dictate otherwise. The 
research on dropout prevention, however, does indicate that the linkages between the school, the 
community, and private business is an important component of many "successful" programs. It 
therefore may be appropriate for policymakers to foster these linkages through coordinated funding 
of programs in school districts and other community institutions. 

Distribution of Resources for Dropout Prevention 

Once determinations are made about the types of programs that will be funded and the 
resources that are needed to fiind them, policymakers then must dedde how funds wiQ be 
distributed. We will assume for the moment that some resources will be made available to non* 
sdiool agencies, but that the bulk of program funding win be allocated to school districts, as this is 
standard practice in financing elementary and seamdary education Here again, there are some key 
questions that need to be addressed: 

I Should funding for prevention programs be distributed to all districts or targeted only on 
districts with high concentrations of dropout-prone youth? If the latter, what criteria should 
be used to target program fiinds? 

■ Should funding be included in the state's general aid formula or distributed through a separate 
categorical program? ShouM funding be linked to "ability to pay," as measured by property 
wealth or personal income 

The questions set out above are not unique to the finandnf of dropout prevention programs. 
They are instead the traditional issues that sute policymakers fiice on a recurring basis in financing 
their regular school programs. In considering vrtiether fiinds for dropout preventk>n programs 
should be distributed through a general aid formula or through a categorical program, policymakers 
in essence, must dedde how n^uch "ability to pay" should come into play in the allocation of 
resources. Where they decide to distribute funds through a categorical program that does not 
include a wealth-equalization fisutor, two districts with the same number - or proportion - of 
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dropout-prone youth would receive equal or equtvaJent fumllng, even though one dlstria may well 
be able to fund the program from its local tax base. The burden of funding therefore will faU 
dispn^monately on the distria with the lower tax base. On the other hand, ^ere they decide to 
use the general aid fonaula - or a categorical program with an equalization ftmnula - they would at 
least take into account to some extent diflferences in school districts* fiscal csq>acity. Thus, even if 
the dropout proUem is the same in both districts, the state would subsidize a larger share of 
program costs in the distria with the snmaller tax base. 

The is!;ue of ability to pay becomes particularly significant ^i*iere there is a lack of 

correspondence betweoi ability to pay and die scope of the dropout problem. This is often the 

case m ^rtatcs with large dty school districts which have high concentrations of dropout-prcme youth, 

but which may also have relatively large tax bases to support dropout prevention prognuns. If 

funds are distributed through a stale's basic equalization formula, these districts would receive a 

smaller share of program funding, even though the dropout problem might be most acute. 

However, if funds are distributed throu^ an unequalized categorical grauit, other districts with 

hi^er ablUty to pay might receive a higher share of program fundl^ 
IS less sevefc. 

In considerfng whether funding shauld be through the general aid fonnula or through a 
caxegorical program. poUcymatos also are impUdtly 'Jcddingniiether aU districts should receive aid 
or whether aid should be targetec: only to dissricts that ftce a relatively serious dropout problem It 
to of course much easier to develop pcL-ural support for a new program when resources are 
dtobursed universally than vrtien program funds are concentrated on sdea beneficiaries. Also an 
argument can be made diat most, if not an, school dtotricts do fiu* a dropout problem dut requires 
lOTedtotion and that if the state to providing resources for a program, it has a 
the needs of all snidents. Howevi^, the unh«rsal funding stratqy also has some clear drawbacks 
Uiemost obvious being diat by spreading funds so diinly in so many places, sch^ 
need the resources most may not receive sufficient resources to meet their needs. 

Past eqierience with dtocredonary grant programs and Chapter 2 of the Educational 
Consolidation and Improvement Act, the federal block grant, suggests diat smaU amounts of 
incremental money in most places wiU not do much to soNe the problem. Gh«n uncertainties 
about future funding, school officials are more likely to invest in suppUes and materials than to 
devetop progruns diat require kmger-tcnn comiolasents of staff and school resources 
Conccnwted funding, on die other hand, has been associated widi improvements in die education 
of dtoadvantaged chiWrot .wder Chapter 1 and in a number of dropout prevention programs. 
PoUqanakeis clearly wiU hr.vc to weigh die political tradeofb brtweai general and taigeted fiindlng. 
but both research and g^-^i judgment provide support for a more targeted approach. 

StiD anodier resource »Iloi juon issue that policymakers need to consider concerns die sttte 
role in determining whi<'i .lii>r.rtt wiU receive funding. One possibility to for states to determine 
that program dedsions art . loh^jvcly a local matter: once a dtotria qualifies for funding based on 
olterto dei«loped for die y.-cvram, die state wiO simply tosue a check for die appropriate amount 
and aUow die distria to use f^i money for any purpose related to dropout prevention. At die odier 
otreme, states might u.% a grants competition to award program funds based on state determination 
of die merits of proposals. Wherr relatively Utde funding to available for die program, only districts 
that rank highest wiU receive program funding In die middle ground, states could esublish a 
ategorlcal program diat would specify different program modeb diat were eligible for program 
funding AU dtotricts diat qualify for die program would be guaranteed funding as long as dieir 
proposed projects conformed to die program requirements. TWs approach would aUow sutes to 
determlnedie types of projects dut could be supported under die program and allow districts to 
devetop programs dut respond best to local needs. It to air o consistent widi die dropout Utcrature 
diat suggests diat dierc to not a single solution to die dropout problem. 

Anodier consideration for policymakers is whedier local school systems should be required to 
contribute funds for a dropout program ~ possibly dirough a funds-matching requirement or 
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whether the program should be financed entirely from state funds. In addition, should a sute 
determine that a local match is desirable, it then loight have to determine whether those resources 
can be raised only from the local tax levy or whether they could consist of in-kind services or grants 
from private foundations or local businesses. Here again* there is evidence both supporting and 
opposing the use of matching funds. Research has consistently demonstrated that the most 
successful programs are home-grown and that a local financial investment OMitributes to a sense of 
ownership and, consequently, program efficacy. On the other hand, school finance analyses have 
demonstrated that fiscally pressed school d^cts are less likely to develop new programs if a match 
in funds is required With such a matching requirement, states may well be investing more heavily 
in school districts that have the ca^Murity to fund a dropout program without state assistance. 

Policymakers also need to consider whether districts should be rewarded for success and/or 
penalized for fiulure in subsequent funding cycles. Rewards for success in achieving program goals 
have great ttppcal to policymakers, since they tie future funding direcdy to performance. 
(Incentives and rewards in bet are receiving a bdr amount of attentitm in other areas of public 
policy, most notably welfioe reform.) Strategies and programs that are successful will receive 
additional funding, while those that are less successful may be given the opportunity to improve, but 
wiU lose their funding if they continue to fidl short of their goals. In essence, rewards for 
pcrfonnance should aa as a strong incentive to practitioners to meet their goals of improving 
student attendance and preventing students firom dropping out 

Althou^ incentives and rewards for performance in principle appear to ofiier great potential for 
addressing the dropout problem, policymakers must be aware of some of the limitations <tf this 
funding strategy. One of the most obvious is the "creaming" phenomenon. Where school officials 
are going to be judged on their performance, they may be more inclined to selea as program 
partic^NUits more capable students who are less likely to drop out of school The "hard core" 
problem students are more likely to be orcluded from the program because they will increase the 
program's Mure rate. 

Policymakers could avt>id this problem in one of two ways. One woidd be through incentives 
that provide additional funding to programs that enroll more students - or a higher proportion of 
students •* with characteristics that make them less likely to succeed Fbr each student with these 
characteristics, programs might receive a bonus over their regular allocatioa A second would be 
through regulatitms that require that only students with certain characteristics be selected for the 
program ot that at least a certain proportion of students be selected from the lowest quartile in 
attendance or some other fiurtor associated with wc^ool dropouts. These incentives or 
requirements may mitigate the creaming phenomenon but <hey still may not guarantee that only 
students most in need will always be selected for the program 

A second problem with incentives for perfimnance is that they tend to encourage the 
manipulation of data to cast the program in the most fitvorable light Changes in the definition of 
dropouts, in the period of absence for students to be counted as dropouts, and in the method of 
calculating dropout rates all can create the impression that a program is succeeding when in faa that 
may not be the case. To avoid this problem, policymakers could specify in advance the meastires 
that win be used to evaluate the program and require that school offldals collea and report the 
information in a standard format However, these requirements could result in a redirection of 
resources firom program services to recordkeeping and at least create the impression of increased 
state control. 

A third problem with incentives is that they could result in a dilution of standards and lower > 
student academic performance. A reduction in standards occurred, in fiurt, during the 1970s. As 
schools sought to retain marginal students in school, they reduced the number of required .courses, 
watered down course requirements, and, in some cases, inflated grades to fridlitate accumulation of 
credits. In reaction to this dilution of standards, many sutes recently have established minimum 
course requirements and have raised graduation standiards. Some observers argue that this wiU 
only work to force the marginal student to drop out of school; others suggest that with adequate 
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support services for these students, it is possible both to increase standards and to reduce dropout 
rates. 

Finally, we note that even with the best of intentions, data on program outcomes can easily be 
misinterpreted. Om^der, for esample, the case of a high school that developed a dropout 
prevention program with a strong outreach component The school increased its efforts to bring 
back to school students with the highest absence rates and the lowest grade point averages. In the 
first year of program operation, the school's average attendance rate and grade point average 
declined, at least in part because the least capable students now were attending school, but on a 
more irregular basis than the rest of the student population. Should this program be characterized 
as a Mure and cut off from funding Or should the program be re-evaluated using different 
measures? Or should the period of evaluation be extended, for example, to three years, so that the 
schools activities have a better chance to take root' Again, the answen to these questions are not 
easy. They are simply questkms that pcdicymakers will need to address should they use an 
incentive-based strategy to fund dropout prevention programs. 

Altfiou^ the preceding discussion highlighted some of the potential problems with incentive- 
based funding schemes, the potential of this approach should not be underestimated. If 
Policymakers are sensitive to the problems widi this strategy and build in safeguards to minimize 
potential abuses, this may prove to be a viable funding strategy. However, they may need to 
proceed cautiously with this type of approach - possibly on a demonstration basis to ensure its 
ultimate success. 

Coordination of Resonrces 

The discussion of issues in financing dropout prevention programs so fiir has focused on the 
development and fimding of new prognuns. It is critical to note, however, that there currently 
exists a host of federal and state programs that provide services for at-risk youth and potential 
drof Duts. At the federal level these include: Cliapter 1 grants to local education agencies for 
compensatory services for the disadvantaged; Chapter 1 grants to state agencies for programs for 
neglected and delinquent youth; Indian education grants to school districts; bilingual education 
grants to school districts for bilingual programs; adult education grants to states to assist adults 
ccMnplete an elementary or secondary education; and the High School Equivalency Program, which 
awards discretionary grants to colleges and universities to provide educational services to low- 
income migrant farmworicers to help them gain a high school diploma or an equivalency certificate. 
The diBptet 2 Wock grant also provides funds to states and school districts for almost any type of 
elementary or secondary education program. In addition, there arc state programs in a number of 
sutes diat serve similar types of at-risk youth, and, in many local areas, foundations and private 
businesses now are providing resources for dropout prevention services. 

In developing a new dropout prevention initiative, policymakers therefore need to take careful 
stock of the resources currendy available to serve at- risk youth to determine how existing and new 
program resources can best be coordinated. For several reasons, this is particularly critical in states 
that already are funding programs for at-risk youth. First, ghra the scarcity of resources for these 
programs, there b a strong chance that dropout prevention may compete for funding with 
compensatory education or bilingual educatioa Funding a new dropout prevention program by 
cutting back funds from compensatory education results in no net gain; K may simply shift resources 
from one level of the system to another. Second, if program funding is not carefidly coordinated, 
there are likely to be dupUcative services in some areas - or for some students and gaps in sc^ 
in others. For example, in a state with its own compensatory education program, at-risk youth in 
elementary schools may be eUgible for program services both under the state program and Chapter 1 , 
while dropout-prone students in middle schools might not be serviced under any program. By 
coordinating program resources, a state might be able to provide a set of comprehensive services 
that follow at-risk youth from the early elementary grades through high school. Chapter 1 ftinds 
could be targeted on the lower elementary grades, sute compensatory ftinds on the upper 
elementary grades (or vice versa), and dropout prevention ftmds targeted on middle school or junior 
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high school students, ^th further coordination, vocational educational funds or other 
discretionary grants could be used at the high school level to provide these students with an 
integrated (mgram of academic and counseling services and job training* 

The potential for coordination, however, is not limited to programs provided by public schools 
and districts. As indicated previously, funding for dropout prevention programs is provided by a 
host of federal, state, local, and i^ivate agencies to schools, other government agencies, social 
service cxganizations, job training institutions, and community-based organizations. Yet all too 
often students are not aware o( or do not have easy access to, the services available to them. Or 
institutions are unwilling or unable to work together cooper a ti v ely. School oflBdab however, can 
o v er c ome some of these barrien to cooperation and take the lead in orchestrating potential 
community resources to better serve at-risk youth. 

One step they might take at the outset is an inventory of services that are available - to assess 
the potential for resource coordination. They then mi^t review the restrictions in the use of 
funding from different sources to determine whether administrative or accounting requirements limit 
or preclude the coordination of program services among different service provk^ers. Where these 
exist, they might recommend changes in funding structures or administrative requirements that 
would facilitate, rather than impede, the establishment of collaborati v e arrangements. The end 
product of diis actMty might be a more intqrated ^)proach to the provision of services. Schools 
might focus their drofxxit prevention and other special program fimds on academic remediation, 
social service agencies on counseling and fiunily support services, and job training institutions on 
career awareness and job skills. Where one agenpy does not have the resources to provide all the 
needed services, other agencies could fill the breach with funding from other sources. 

Linkage with Other PoUcy Goals 

Although dropout prevention frequently is considered an end in itself,' policymakers roust 
recognize that this policy goat is directly related to other state policies - some educational, others 
fiscal The relationship with course requirements and graduaticm standards was mentioned 
previously. Increased course requirements and similar measures designed to ensure that high 
school graduates have at least minimum competencies in the basic skills and substantive knovdedge 
in core curriculum areas may exacerbate the dropout problem by making it more diflBcult for 
dropout-prone youth to complete their high school educatioa Other policies also may work at 
cross-purpose with dropout prevention. 

In the fiscal area, the stratqy used to finance dropout i»«venti<xi programs also rekues to other 
state policies - fiscal equalization, for ciample. Most states currently finance their regular school 
programs through an equalization formula designed either to guarantee all districts a minimum 
expenditure per pupil or to equalize the revenue yield produced from equal tax effort To the 
extent that a state chooses to fund a dropout prevention program through a weighting faaor in its 
general equalization formula, it will reinforce the overall equalization goals of its finance system. 
However, by funding the program throu^ an unequalized categorical program, the state may 
counteract these goals and possibly increase fiscal inequalities across school districts. In 
determining a state's approach to funding, policymakers should consider v«4iich finance strategy is 
most compatible with fiscal equalizatioa 

Conversely, policymakers also need to consider whether their general finance system is 
compatible widi the goals of their dropout prevention program and other programs to serve at-risk 
youth. As stated previously, there is frequently a mismatch between the incidence of high-risk, 
dropout-pnme youth and the tax base of school districts. In some states, finance systems provide 
disproportionately large amounts of state aid to school districts with relatively few high-risk youth 
and disproportionately small amounts of aid to districts with high concentrations cl such students. 
(This is fidrly common in populous states where central dty school districts have relatively large 
nrqperty tax bases - which generate smaller amounts of sute aid - and large numbers of at-risk 
youth.) Under such circumstances, policymakers might wish to consider restructuring their general 
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form ula to make state aid more congruent with the educational needs of districts. This Is not to 
suggest that policymakers should overtuuil their finance systems simply because resources are 
required for dropout prevention programs. Saiher, It suggests that where resources to finance all 
education programs are scarce, poUcymaken should review funding under current state programs to 
make sure that It Is compatible with the state's broader policy objectives. 

Program Evaluadon 



In devdoplng a new program, policymakers frequently are most concerned with passing the 
program In the legislature and obtaining support tor program funding. They therefim may pay less 
attention to longer-term questions about how the program will work and how successful it will be in 
meeting its obfecttves. However, usually within a short time aher Illation is passed, poUcymakers 
turn their attention to a whole other set of questions. 

I What is the money buying? 

I How are program funds being used? 

I Can resources be used more eflfectively? 

I vrhat are the effects of the program? 

I Are certain types of programs more cost-effective than others? 

All too often, however, the answers to these questions are not available because steps were not taken 
at the outset to ensure that the required lnformati<m vrould be provided. 

To aroid this problem, policymakers can bulW several elements imo a new dropout prev^ 
pn^gram. One is an accounting system that will provide such basic information as the number of 
students served; the char«»ertetlcs of students served; the 

costs; and t^ cost of different types of program services. Although these data alone arTnot 
adequate to fiilly assess the effects of the program, they stlU win provide basic Information about 
program costs and the basis fior comparing the relative cost of different types of interventions. 

Second is a pogram evahiatlon that wffl provide more comprehensive information about the 
implementaton of the program and the program's kmg-term effects. (In the area of dropout 
prevration, this is pardculaily critical, as there is currently relatively UtUe soUd evahutlon data about 
the elBcaqr and cost of dlffierent Intervention strategies.) The evaluation component should Include 
baric descripthre information about the program; the number and the characteristics of program 
partldpantt; the setting for program services; the types of servlctj provided; the duration and 
intensity of services; program staff and their characteristics; strengths and limitations of different 
pr<v««n components; and outcome data such as attendance rates, course/credit accumulation, 
grade point averages, and dropout rates. In addition, the evaluation should build in a mechanism 
tor developing and coUectlng Information about a comparison or control group, so that the dau can 
be used to deteimine not only the effects of particular programs, but also the cost-effectiveness of 
diflerent types of Intervention strategies. Although the data coUection requirements of a rigorous 
evaluation aacf appear somewhat burdensome to program providers, the benefits of these data 
should greatly outweigh the burdens both to poUcymakers and practitioners. For It is only through 
a systematic evaluation of different types of interventions that more effective solutions to the dropout 
problem can be developed. *^ 

Summary 

The development of a dropout prevention program requires that poUcymakers pay attention to a 
variety of programmatic and fiscal concerns. TTiese range from the scope of the problem to the cost 
Of different types of interventions to the relationship between dropout prevention and other poUcy 
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objectives. It is also essential for policymakers to consider at the outset the potential consequences 
and effects of a dropout program. By building a solid evsiluation component into the program, they 
are in the best portion to make future decisions about both program content and the distribution of 
program funds. 
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STATE INITIATIVES IN DROPOUT PREVENTION 



During the last ttwjtm, dropout prevention and re co v e ry has been at the fbrefiront of attention of 
state poUcymakers. Ihe efforts of a number of states, including Calift>mla, Florida, New York, and 
North Carolina, are particularty weD known, since some of these initiatives have been funded at 
rrfatively hifft levels. However, several other states either are supporting dropout prevention 
initiatives Qn some cases, they are not spedflcally called by dua name) or are now in the process of 
planning and developing programs. Others have established state policies to encourage local 
school districts to develop such programs. Moreover, even in states viiiere the dropout issue 
appears to be dormant, biUs providing for prevention or recovery programs often have been 
introduced in die legislature, althou^ to date these efforts have met with litde success. In sum, the 
landscape of state dropout prevention runs the gamut fitmi inactive to Csdrly intense. The 
discussion below first provides a framework for understanding current state programs and then 
presents a^i overview of current programs. 

Funding of Current State Dropout Prevention Programs 

State dropout prevention and recovery programs can be distinguished on a number of key 
dimensions. These include general program strategies, grants strategies and funding mechanisms, 
and program services. Each of these elements is present in the state programs thai are described 
later in the sectioa 

General Program Strategics 

State programs now in operation reflect a number of strategies for meeting the needs of 
dropouts and dropout'prone youth. We distinguish here three basic program and funding 
strategies. These are: grants for demonstration programs or model programs, grants for research 
and dissemirution, and grants for regular programs. 

Demonstration or model program grants currently are being used exclusively by states to fund 
dropout prevention activities where resources are relatively scarce and virhere the state is either 
unwilling or unable to provide exten^ve program funding In states viiiere this strategy has been 
used, the state generally has awarded funds through a grants competition, under viMch proposals 
using different models for serving dropout-prone youth were solicited In some of these programs, 
eg, in California and New York, only districts with certain characteristics, such as low attendance 
rates, were eligible to submit proposals under the competition; in other states, such as 
Massachusetts, all districts were el^Ue for funding but preference was given to districts with high 
leveb of student need. In some states, the demonstration was limited to models for serving youth at 
a particular age level, e.g, middle schod students in Florida and lower elementary school students in 
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Colorado; in others, the local program could serve dropout-prone youth at all levels of the system, 
but they had to employ different strategies and methods of drt^ut prevention. 



Aseoond strategy of state dropout prevention programs is based on research and dissemination. 
The premise of this strategy is that we can draw on adsting research and practice to identify 
succesiiul or 'effective" practices for serving dropout-prone youth and rf»«ninina«» such practices to 
dlstrt^uand schools with sixallar types of students. States using this qiproach are funding research 
and dissemination activities in two ways. One is an in-house strategy used in California -additional 
fundtagto provided to a special unit in the state education department to identify model programs 
and provide Information about them to school districts around the state. The second is a strategy of 
grants to institutions of hi^er education to evaluate demonstradon or model programs and 
dis s fin i n a tr informadon about diem statewide. Florida is using diis strategy in conjiincdon with a 
strategy of demonstration grants to fund model dropout prevention programs. 

The demonstration grants strategy and the research and dissemination strategy both have been 
criticized as ■coonetic-soIutkMis to the dropout proUem. Both create the impression dm die state 
is taking actions to deal widi die proWem, but neither really contains the resources that arc required 
to address it eflfectivdy Odiers suggest, however, diat these strategies are legitimate responses to 
die problatL Sinc e die re search literature does not provide any definitive answers about "what 
wMte- In dropout prevention, and since resources are relativdv scarce, en>^rimentation widi 
different program models Is an appropriate way to deal wldi die drcmout problem before larae-scale 
funding is undertaken. " 

mere resources in states have been more abundant, states have gone beyond funding of model 
or demonmadon projects siid have used a strategy of funding regular program grants to support 
dropout prevention activities. Often die grants process has involved at least two stages. In die 
tot stage, die state has supported planning grants to assist school officials develop a program, 
determine Its staffing and resource requirements, and put into place die resources and materials to 
imp enirat die program on a fuU scale. The planning grants generally wtae funded at relatively low 
lewels since services generally were not provided by grantees at diis stage of d:e grants cycle. 
FoUowtag on die planning grant was an implementation grant to carry out die plans diat were 
developed previously. In most state programs, all recipients of planning grants receh«d fiiU-scale 
hnplcmentation grants in die second funding cycle. However. v»here funding is constralried, states 
Often Undt die award of implementation grants onfy to districts or schoob wldi die most promising 
program strategies. *^ • 

Grants Strategies and Fnr.dlng Mechanisms 

Stttes cunrendy are using a variety of mechanisms to fund dropout preven ion programs 
Including auegorical. competitive, and targeted grants. In most of die discretionary orants 
pro^. funds are distributed by die sate based on budgeted or anticipated program costs. 
Districtt or schools submit budgets widi dieir proposals diat estimate die costs of providing die 
propwed services Cor a particular number of students. Aldiough total program costs divided by die 
nuinber smdoits in die program will generate unit costs, discretionary grants are generally funded 
based OTtottlprogram cows, radierdian unit cosa States can, however, and «quendy do, fund 
ategorical programs based on unit costs - but usually not for demonstration or model programs. 
Categorical funding for educationaUy disadvantaged snidents, for cample, frequendy is based on die 
number of students to be served multipUed by a cost per sttident Since diese programs have been 
to operation Cor some period of time, states have been able to estimate die cost of die eitra services 
they provide and use diis as die basis Cor recurring propam funding. 

Althou^ die categorical grant based on competitive or targeted funding is die most prevalent 
mediod of funding dropout prevention nrograms, at least one state, Nordi Carolina, is funding 
dropout prevention programs dirough its uasic school aid formula. As a state where a relatively 
large number of school districts have high dropout rates. Nordi Carolina views dropout prevention 
as pan of die state's overall responsibility to provide a basic education to all children. An additional 
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amount of money therefore is included in each district's funding requirements, ^ch then are 
provided through a combination of sute and local dollars. 

This funding mechanism more closely approximates the unit-based approach to funding 
discussed above under categorical programs. A dollar amount per pupil multiplied by the number 
of pupils to be served is included a school distria's basic program requirements. The difference 
betweai general and categcvlcal funding, however, is that where funding is provided under the 
general aid formula, program funds usually are generated through a combination of state and local 
revenues, rather than from state funds exclusively. 

In addition to categorical grants and general formula aid, some states use a cost-reimbursement 
strategy to fund dropout programs. Rather than providing funding for districts based an anticipated 
or standard costs, programs arc reimbursed for costs previously incurred This strategy is used by 
Washington to fund educational clinics for school dropouts. Clinics provide instructional services 
and get reimbursed for them based on the number of hours of instructen and die pupil/teacher 
ratio in each class. This funding strategy forces clinics to determine the best mix oS pupils and 
teachers in each class so they can recover the costs they incur in operating the program. 

Program S er vice t 

States currently are using dropout prevention funds to provide a broad range of services for 
dropout-prone youdi and sdiool uropouts. This broad range of services can be grouped into four 
generic areas: academic improvement, attendance im prov e m ent, personal and social adjustment, and 
career preparation and job training. 

In the a c a dem i c area, die goal of dropout prevention is pursued through a variety of 
interventions: alternative schools or classes, alternative curricula and instructional techniques, and 
extracurricular activities. Attendance improvement programs involve more contact and follow-up 
with parents, rewards for attendance, and better recordkeeping - frequently a computerized 
attendance system Personal adjustment programs involve individual or group counseling, fiunity 
counseling, the use of mentors or buddies, and frequently, collaborative relationships with social 
service agencies to provide services to students. Finally, career preparation and job training 
programs include career counseling and seminars an employafaility, internships with community 
service agencies or private employers, modified scheduling to permit after-school employment, and, 
in some cases, guaranteecii employment upon completion of the program or a high school diploma or 
its equivalent 

Major Programs 

Several states have received a great deal of attention for their support of dropout prevention 
and recovery programs. To provide a better perspective on current sute dropout activities, the key 
features of several state programs are summarized below. 

California 

The sute passed a major five-year dropout initiative in October 1985 under Senate Bill 65 to 
assist school districts improve their abilities to keep youth in school. In addition to increasing 
school districts' flexibility to use other categorical aid to develop comprehensive long-range 
programs to meet the needs of high-risk youth, S.B. 65 contained three major dropout prevention 
components. 

■ Motivation and maintenance grants are designed to help schoob develop plans to overcome the 
problems faced by "high-risk" youth. In the first cycle, 1985-86, approximately 200 schools - 
fifty school complexes of four schoob each - received 12 million in planning grants under the 
program. High schools receded grants of 16,000; middle schoob and elementary schools 
received grants of 14,000 each. In the second stage, 18 million is allocated for implemenution 



ERLC 



17 



grants to have outreach consultants assist schools implement these plans and an additional |2 
million is allocated for a second cycle of planning grants. 



I Alternative education and work center grants are targeted grants to districts with high dropout 
rates. Their purpose is to: teach basic academic skills, operate a diagnostic center to 
determine the pupils' needs, and provide a combiiution of on-the-job training, counseling, and 
placement services. Union high school districts received planning grants of 18,000 in 1985-86 
and an additional Bky districts are receiving grants in 1986-87. 

I Educational clinics are designed to assist school dropouts improve their basic academic skills 
sufficiently to return to an educational program and obtain a diploma or its equivalent In 
1986-87, 12 million was provided to nine public and private entities in the form of 
reimbursements for diagnostic assessments and up to 225 hours of instruction to enrolled 
students. 

I Otherfeanires of S.B. 65 are a model program repository that collects information on 
intervention strategies to improve the academic perfonnance of at-risk youth, increase pupil 
attendance, and establish a positive school climate and safer schocds. 

Colorado 

H-e state currently is funding two dropout initlatii«s. In 1985, the Educational QuaUty Act 
included dropout prevention as part of the reform package. The 2 2 Dropout Prevention 
Program is undCTttking a three-prtmged attack on the dropout problem. A selea number of 
districts are receiving funding under demonstrstion grants to pilot projects that have promise for 
thedropout rate. These projects are concentrating largely on eariy intervention and 
prevention propams for young childrea lliese include home/school liaison people working with 
amilies of elementary children, summer programs, mentorships in cooperation with local businesses, 
attendance projects, and parent support programs. During the last two years, Colorado has spent 
about 1480,000 on nine pilot projects around the state. 

Since July 1986, Colorado also has been providing funding for the Second Chance Pilot Program 
for youth age 16 to 21 who have dropped out of high school The program is designed to provide 
students who have not completed a high school diploma or an equh«lent certificate with the 
opportunity to complete the requirements. PuWlc schools that are located in or contiguous to 
school districts with a dropout rate above the statewide average or that oflfer vocational, technical, or 
adult education programs are eligible to operate Second Chance programs. Districts operating the 
program recede funding under the state's general aid formuU based on the number of students in 
ttie program and the authorized revenue base in the student's dlstria of residence. The operating 
distria recehres either 85 percent of the state fund» that the home dlstria would receive for the 
student or the cost of the program, whichever is less. The student's home distria receives 10 
percent of state funds, and the state retains 5 percent of the funding for administration. 

Florida 

In 1984 Florida established the Model School Adjusonent Program to develop and evaluate 
research-based model dropout prevention programs for students in grades four to eight who were 
likely to become academic underachievers, fitilures, truants, on dropouts, or to manifest severe 
behavioral problems. Since its inception in 1985, the state has used a grants competition to award 
funds to school districts. In 1984-85, five grants totaling 1322,000 were awarded, with grants 
nu*ng in amount from 137,500 to 187,000; a research and validation grant of 153,000 also was 
awarded to Florida Atiantic Unhrersity to Wcntify variables present in middle school years, which are 
predictive of figure or disruption in education In 1985-86, ten grants totaling 1976,600 were 
awarded, along with a research and validation grant of |99,700. The programs use a variety of 
strategies to me« the academic and behavioral needs of high-risk students. 
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Beginning in 198647, Florida also is requiring that all school districts establish a kemediat 
program under which qualified school personnel will meet with and counsel students identified as 
potential dropouts and, where possible, the parents or guardians of such students, to attempt to 
alleviate the conditions and problems that contributed to the identification of these students as 
potential dropouts. 

Matsarhnaetts 

In 196$ the Massachusetts legislature passed Ch^ner 188 of the Massachusetts School 
Improvement Act to provide discretionary grants to school districts for dropout prevention. Funds 
arc awarded as competitive grants to individual school districts to develop supplementary efforts for 
grades seven to twelve. Pre fer e n ce is given to districts with hi^ concentrations of students firom 
low*income fiunilies and documented high dropout rate? for the most iiccent diree years. As of 
October 1986, fourcy<*nine planning and imfriementation grants totalling {^1.5$ inilUon were awarded, 
with an additional 11.37 million available for distribution from November 1966 to June 1987. 
Programs im{demented under the grant included remedial and tutorial programs; counseling 
programs; woric study and cooperative education; programs for parents and community groups; 
pregnant and parentkig teenager progruns; and professional development for school personnel. 

New Totfc 

In 1964 the New Yoric state legislature adopted the Attendance Improvement/Dropout 
Preventloi^ (AI/DP) Program Umkx die prognun, school districts at below the 10th percentUe in 
attendance were required to submit a tO CTc cti ve plan to the commissioner of education. The plan 
had to indude methods of identifying at^Mc students in the eighth grade and specific actions to 
increase attendance and retention rates. For the 1964<65 school year, the legislature i^^propriated 
128 minion for discretionary grants -* 122.4 million for New Yoric Qty and |4.8 million for grants to 
sizty-ei^t instate districts diat ranged in size from 13,000 to 1528,000. In New York Qty's 
community school districts and in upstate districts *ogram funds were used most frequently to 
increase counseling time for students, to increase the number of referrals to outside agencies and to 
increase parent contact 

For 1965^, the law and regulations lor the AI/DP were changed to require that school districts 
target funds for programs to school buildings with a truancy rate above the median for the school 
distrkt and pro^ services to middle sdKX>l students. New York Qty received 121.6 million to 
serve 27,4S0 students; sisrty*sevcn upstate districts received 15.3 million to serve 79,000 students. 
As in the previous year, increased student counseling was the service most frequmtty provided to 
students. 

North Carolte:; 

In 198$ the North Carolina General Assembly established the state dropout prevention fund as 
part of its Basic Educational Program, the state's general aid formula. The state board of education 
subsequently developed a set of policies and procedures that spc Jflfxl the types of programs and 
activities for which these programs could be tised. These included in-school suspensions; 
counseling for high-risk students; extended school day programs; job placement specialists; school- 
to-work transition programs; and other special programs for hij^-risk students such as alternative 
schools and schools-within-sdiools. During fiscal 1985 the legislature s^ipropriated |15 million for 
distribution through the formula to the sote's 141 school districts during the 1985-86 school year. 
Over half the funds were used for in-school suspension programs and another fourth of the Kinds 
were used for high-risk counseling. An additional |7 million from other funding sources brought > 
funding for dropout programs to nearly |22 millioa 
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Washington 

5" 1^77 Washington established the educational clinics program. The educational clinics 
opaate under contraa with the Office of PubUc Instruction and provide short-term educational 
intervention services to students age 13 -19 who have dropped out of t>v ^ublic school system fbr at 
least one month or who have been erpcUed from school. The goals of the dlnics ue to enable the 

dropouts to reenter achool. pass the GED test, or gio employment Ihe cUnics are funded through 
rdmbunements by Ae state for in in^ 

d^of instruction, and for an additional al»y days of instruction based on documentation of special 
needs. 

uii J** ^ cotJpooents of the educational clinics are: diagnosis of each student's educational 
•bflities, and an indlviduatoed. short-term, spedaliied program baaed on the diaanoais that aims to 
improve basic sUDs, Improve iiwtivation. and provide an empfcjyme^ 
and experience in apDiying for and interviewing for joba. 

^^^^^f^''^•**'«^°f*^•«»P«y«'• Ourlngl98«5.thlrteenmodelprograms 
recave d funding and an additional eleven programs were started 1965 16. Individual piocrams can 
receh« a masimum of 125,000. *^ 

Other State Programs 

ipedfloBy designated as -dropout prevention' have receded the greatest 

S^i ^"*^*^ *^*^ P'"^ »P«=*^ P«W»««* «o meet the needs of high-risk 
J? ^ ^ dropping out These include family Ufe education; alternative 

education; career/vocational education; adult education dropout centers; GED programs; and a 
grant prognm to reduce snident disruption in schools. Alaska, for enmple, ftinds several 
£XZ ^^l^^^'S^ community education, and ahemative high schools that offer non- 
tta^tional ro«M to Ugh school comptetion; Minnesota funds more than 100 dropout prevention 
pfqp«BStbiou^th^ 

S2SLJ^^'*'**!!S!P^ niesemoddl programs are 

!SSS?J?^!^^ 5* dlKuptive students; identify successful elements of model programs Ibr 
repllcatioo statewide; and establish a network for training and sharing information acrws the sate. 

Planned Programs 

nrJL^^m^J^^ZHf' currently at the stage of planning and developing new dropout 
£irrS^ SSTT^!^ f^,"^' phase of the planning process, while odicrs 

^VJ^ P^JL" " committees are nearly ready to submit proposals to the 

SSS^^J^r ^''■^'fr ^^"^ tSrSlowS compcnen^^netiS. of 

I^SJS^?^!^ premition programs both within the state and in other 

^rf^Z^ standardtae tfie definition of 'dropouts" and ii^orove the procedures fbr collecting 

*^ *«P°»"- * focus on early prevention and more 

^^SSmSJ^SiT" «d * focus on strategies to improve school climate 

SnnSJSr.^J^Lr''^ °i *««<»«ce. The planning activities of two sutes, 

Connecticut and Oregon, reflea the breadth of concern with the dropout problem nationwide. 

Connecticut 

leoJi^'^.!^ ^ Comiecticut has proposed a 12 million grant progi.^ «, the 

StT^.^ pravWe funds for dropout prevention in 1987-88. The tvi«nty.five school districts 
witli the highest attrition rates would be eligible for grants of 125,000 to 1200,000. Each district 
would be required to submit a program proposal; funds then would cover the needs assessment 
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pimn, tii4>leiiieiitation« uid eviluatloa The state department of education would provide resource 
materials and inftmnadon about successful dropout prevention prc^rams to local school districts. 
Some of the maior components of ihe state board's proposal include a focus on national and 
statewide research efforts to affiea systemic change rather than short«term change; a concern with 
early diildhood; and attempts to improve data on drqpout counts. 

OMgOO 

In early 1967 Oregon was in the process of developing a three«year plan to address the dropout 
proUem. Hie plan is based on a preventive eariy intervention strategy. Beginning with the IS^ 
87 school jear, the state will create a status repon on current dropout prevention acthdty, develop 
and fleld*ten a student accounting system, and conduct a foUkm^up study (rf students who dropped 
out during die 1961-82 school year. In the second year, it will develop modd programs for graides 
kindergarten through ei^t, co. "Hict inservice training for teachers and provide a clearinghouse with 
techniques for school districts to use in developing comprehensive {rians. During the second year, 
local school districts also will begin developing plans for dropout prevention programs. During the 
third year, school distrks will begin implementing these plans. 

Sunuiiuy 

The issue of dropout prevention and r eco v er y dearty has aq>tured the attention of 
policymakers in many states. Moreover, given the magninide of the problem, we can antidpate that 
other states diat have been relatively inactive on the issue are likely to bet increasing pressure to 
take action to address the problem in the near future. The next section of the paper reviews the 
strategies that states can use to finance their dropout prevention initiatives; 
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STRATEGIES FOR nNANCING 
DROPOUT PREVENTION PROGRAMS 



The provision of funds lor dropout prevention and r e c o ver y can be pursued through a number of 
fimdtog strategier These range from ouegorical or formula grants to institutions, such as schools 
and other providers of educational services, to grants to individual more commonly referred to as 
vouchers. Moreover, regardless of the ftmding mechanism, states can regulate the use of funds to 
varying degrees. State contnd over the use of funds can range from minimal - unrestricted general 
aid-to moderate - block grants that can be used for different programs within a particular area - to 
r e su ' icav e - categorical grants that can be used only for very specific types of programs. Funds can 
be further regulated tlirougb mstrhing requirements (to qualify for funding, schoob or districts 
would have to contribute a proportion of local funds to the program) or throu^ targeting of funds 
to particular schools, grade levels, or pupils. 

The strategy chosen by the state to finance a dropout program will depend on its political 
traditions u well u on the interplay between personalities and political forces. In states with a 
strong tradition of local contrcri, political realities may dictate a less restrictive funding strategy and 
greater local discretion in the use of funds. In stales with a strong tradition of greater 
centralization, state pcdicymakers may be in a better position to target funds and restria their use for 
particular purposes. 

Formula Funding 

One strategy for distributing aumIs to local school districts for dropout programs is to use the 
state's general aid formula. The state could establish a level of expenditure per pupil that districts 
should have available for dropout programs above the district's basic spending level and provide 
additional funding in the general aid formula to support that level of spending. In states that use a 
foundation formula, «he ccnnbined cip e i ^ ture per pupil for the foundation program and for 
dropout prevention would be the same in all districts; the state's share of this spending level 
however, would be hi^er in poor districts than in wealthy districts. In states with a percentage 
equalizing formula or a guarmteed taL base formula, the state would support a different level of per 
pupil spending in different districts, although again, the state would support a higher share of 
expenditures in poorer school districts. (Colorado currently is using this approach to support the 
Second Chance Pilot Progrant) 

Formubi funding has several distinct advantages. First, it gives all school districts the option of 
participating in the program and, in fiscally-strapped districts, it may provide the additional resources 
nmded to start a new program without taking resources fiom its basic program. (This, in bet, 
occurred in Colorado ^ere scho(d districts were able to use additional fiinds generated under the 
state's equalizaticHi formula to set up alternative programs for school dropouts under the Second 
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Chance program.) Second, funding is provided on an equalized basis to all school districts: districts 
with more abundant tax bases thus provide a larger share of program funds than do poor districts. 
State ftmding therefore suppcms, rather than conflicts with, the goals of fiscal equity. Third, 
formula funding generally requires a local contribution to the program and therefore may contribute 
to a sense (rflocal "ownersh^)" of the program. Finally, since school officials may have to account 
to the school board or the dectorate for local funds allocated to the program, this funding strategy 
may promote gretter eSkiency in the use <^ resources. 

On the other hand, a fiormula funding strategy has a number of distina limitations. One 
mentioned previously is the dispersion of funds throu^out a stale rather than concentration of 
funds in his^*nced areas. Although broader distribution of funds may be the political compromise 
required to establish a program, it also may produce an inefficient allocation of scarce resources. 
Another limitation is that there is Utde guarantee that aQ of the additional state resources will be used 
on dropout prevention. Research has in ba demonstrated that general aid is less likely than 
categorical aid to be used by sdKX>l districts to supplement school speiKling; there therefore will be 
some 'slippage* of resources for dropout prevention into other sdiool programs. Districts are also 
mm likely to substitute general aid tium categorical aid for local resow They therefore will use 
only a portkm of new state money to support a dropout program: a portion also will be used for tax 
relief 

Categorical Ftandtaig 

A second funding strategy Is to establish a separate categorical program for dropout prevention 
Within this ovenll strategy, however, a state can eaerdse a number o( important options in funding 
programs. One option would be to target funds on a limited nimiber of schools or sdiool distrios 
rather than distributing funds more widely across the state. Several states currentiy funding 
dropout prevention programs, induding California and New :.ork, do, in bet, ta&^ funds on 
districts with the lowest atte n da nc e or highest dropout rates to ensure that resources are 
concentrated in areas with the most severe problem Although targeting is often diScult politically, 
it would appear to offer greater potential for reducing school dropouts than a scattergun zpprozch. 

A second option concerns the allocation of resources among targeted districts. Where funds 
are limited, a state may not be able to fiilly fund propams in every school or distria eligible for 
funding. States could deal with this probtem in several ways. One would be to target program 
funding to the hi^est-need districts or to districts with the "best" proposals. A second would be to 
establish ^ sin^e limit on funding for individual propams, e.g., f 50,000, or a variable limit for 
programs in schools or districts of different size, e.g., 125,000 in districts virith fewer than 10,000 
students, f 100,000 in larger districts, and fund programs in all eligible districts up to the grant 
maximum. StiD a third approach wouM be to phase in the program, with fuU-scale grants in some 
districts and funding for smaller planning grants in the rest of the eligible pool Districts witii 
planning grants in the first year of the program would be eligible for full-scale funding in the second 
year of the program. 

Another option for state funding of categorica! programs is to require a local contribution to die 
program. States could requi e a fixed match from aU districts, for example, one local dollar for 
every five dollars provided by the state, or a variable match based on districts' ability to pay. The 
closer the mhc of state and local funding in a catqorical program comes to shares of funding in die 
general aid program, the more the program resembles an equalized categorical program. 

Once basic s trategic decisions have been made about funds allocations, states could refine this 
strategy in several ways. One would be to use incentives to encourage districts to develop certain 
types of programs or to include in these programs certain practices thi^t are chanurteristic of 
•effective* prognuns in other settings. For esample, a state might provide a bontis of five percent of 
the grant total if a distria's program is targeted on middle Khools or if the program provides for 
parental participation or school business collaboration. States also could use fliumdal incentives as 
a strategy to encourage schoob and districts to meet outcome or performance standards, such as 
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improved attendance or reduced dropout rates. Districts that attain or surpass the established 
standards could receive fimdUfig bmuses in subsequent years; districts that &il to attain these 
standards would bc€ reduced funding or the elimination of funding in later years. 

A mom centralized approach to refining a categorical program for dropout prevention and/or 
r eco v er y would invcdvc regulations that require that schools and districts take certain actions or 
follow certain procedures. Again, the literature on dropout preventioi suggests certain 
requirements that could be built Into dropout programs. These requirements include targeting 
services to elementary or middle :^chool children to prevent dropout behavior from developing, 
providing ccnnprehcnsive academic, counseling, and career preparation services, involving parents in 
the child's s^idemic program or fiunOy counseling; contracting out of services to community-based 
Ofganiaations or social service agmdes; or providing job Internships with private sector 
organiaailons. It Is undear, however, whether diese practices are ^ipropriate to all settings or 
whether they will succeed when they are imposed by an external body. Rather than regulate their 
induakm In dropout programs it may be more advlsaUe for state pdkymakers to require that one or 
more of these components be incorporated into local programs but leave it to local oCBcials to 
decide which of these elements are best suited to load conditions. 

Vondiefs 

Funding educational programs throu^ grants to individuals invariably creates an emotional 
debate On one side ot the debate are individuals c on c erned with maintaining the integrity of 
public schools. On the other side arc people who argue that parents and students should have the 
ri^t to choose the Institution diat best suits the student's needs. It is difBcuh, given the heat that 
die term vouchers engenders, to dispsssionatdy analyze die merits of a strategy of funding to 
individuals to address the dropout problem The strategy must, however, be given serious attention 
since, even to a neutral observer in the debate, it is ^iparent Aat altemath^ programs and settings 
may succeed in preventing some students from droppii^ out and hdping some dropouts obtain a 
regular high school dtj^oma or its equivalent 

Several strategies can be used to provide individuals with the resources to exercise choice in 
education. One is to provide direa grants to individuals who then can use this grant at the 
institution of their choice. Eligibility for the grant, as well as the conditions for its use, can be 
tightly or loosely regulated by the state, depending on how broadly or narrowly the state wishes to 
target die propam on particular individuals or prescribe the Institutions that can provide edi'cation 
or support services. Altfaou^ individual grants similar to food stamps generally are view, as the 
most dDBdent way to transfer funds to individuals, thto practice generally Is not consic' .d as a 
funding strategy, since it provides little guarantee that the individual will use the grant to purchase 
educational services. Instead, funds generally are provided to institutions that individuals can 
choose to attend. 

The method of providing funds to institutions will depend on a variety of factors: types of 
services to be provided; the type of institution providing the service; the duration and intensity of 
service, among them. One strategy that could be used to assist new programs get started would be 
a per pupil grant based on the cost of educating students in a traditional school setting Colorado 
currently is using thto approach to provide funding to school districts under the state's Second 
dance Pilot Program. The district's authorized revenue base to multiplied by the number of pupils 
enrolled in the program during a specified attendance period to esubUsh the dtotria's grant under 
the program. Although thto approach assumes a relatively constant enrollment over the period of 
the grant, the redpient institution may choose to modify the services it ofiers at different times to 
accommodate increases or decreases in program enrollment 

A second grant strategy involves what can best be described as "fees for services." Instead of 
providing institutions with a per pupil grant, the sute will reimburse institutions for services 
provided to individual students. Washington currently to using thto strategy to fund ducational 
dirties for school dropouts. The sute reimburses clinics for diagnoses of studer ducational 
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needs on a flat fee basis and for Instnicdon on an hourtjr rate per student that declines with 
increases in puj^/teadier ratios. This strategjr creates uncertainty for providers, since they never 
laiow definitively whether state rdmbursements will folly cover their program costs. However, the 
strategy also provides a strong incendve to grantees to maintain student attendance, since recipients 
are reimbursed raly for students when they attend class. 

StID another strategy is to tie program fonding to student performance. Under this strata, 
providers that are more successfol in attaining program goals, such as credit accumulation, improved 
attendance, and school retention, would receive a hi^er subsidy in foture years than less successfol 
providers. Again, Washington's educational clinics reflea this fonding strategy to some degree. 
Each year the state calculates a dinlc's score and ranking on a supericM- performance index that is 
based on a measure of the 'difBcuity to educate' a student body and the status of the students upon 
comirietion of the program. Apmdon of the clinic's fonding in the next year then is determined by 
its relative ranking on the previous year's performance index. In princi{4e, clinics duu consistently 
rank low on die index would have their fondii^ terminated. 'IWs, however, has not occurred in 
practice. 
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RECOMMENDAnONS 



The research on dropout prevention suggests several lessons about the vray state dropout 
prevention and recovery programs should be structured and some alternative ways that these 
programs can be funded. 

First, and foremost, states* dropout initiatives should be designed and funded in ways that allow 
school districts to design programs tbat match services with die specific needs of individual students. 
This may be adiieved either through categorical grants that provide flexibility in the choice of 
program services or duou^ a state's general aid formula. However, states mtist build in 
requirements into eidier ot these aid mechanisms to ensure that funds are used far dropout 
prevention and not other purposes. 

Second, funding for state dropout prevention initiatives shouM be targeted not only at high 
school students who are at immediate risk of dropping out, but also at elementary and middle school 
students who odiibit the diaracterlstics and behaviors of schotd dropouts. This can be achieved 
throu^ grants that limit the use of funds to programs for sti^dents in selected grade levels rather 
than throu^ more open-ended grants. 

Third, state dropout prevention programs should be funded in ways that encourage, to the 
extent possible, parental i nv o lv ement in the development of his or her child's program and 
monitoring ot a child's progre ss throug^UHit the course of his or her partidpaticm in the programs. 
This might be accomplished through grant programs that include set-asides for such activities or that 
provide bonuses for programs that incorporate this ccmiponent into the school's dropout prevention 
program. 

Fourth, state dropout programs should use a funding strategy that accommodates - if not 
encourages - student choice of settings for programs and program providers. Grants could be 
provided to other institutions besides schools to provide educational and support services for 
students ^o can function better outside the regular school setting. 

Finally, state dropout prevention programs should be funded through a strategy that encourages 
the invoNement of the private sector and the larger community. Grants can be provided to both 
schoob and non*school agencies to support special services for at-risk youth and incentive funding 
can be provided within these grants to schoob that establish collaborative arrangements with 
different types of service providers. Although it should be recognized that schoob will, of necessity, 
continue to* play a major role in dropout prevention, other community institutions that have the 
resources and expertise to work witii at-risk youth should be brought into this process. 
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CONCLUSION 



It b dear firom the previous discussion that several states have taken the lead in funding programs 
that include some of these recommendations cited above. As part ot their dropout prevention 
initiatives, thcjr have used funding strategies that range from categorical grants to school districts to 
reimbursements Sor services to private for-profit and not-for-profit institutions. They have, in some 
cases, targeted fimds on sdiools and districts with a hi^ incidence of dropout-prone youth and in 
other cases have distributed resources more widely across the state. Some programs have targeted 
funds on children in lower elementary grades or in middle grades, v^e others have targeted funds 
on hi^ sdiool students or dropouts. Most, however, have supported a wide range of services to 
deal with the dropout proUent 

These states dearly deserve praise for their dropout initiatives, since they have begun to grapple 
with a problem that promises to take on increasing importance in the future. However, it must be 
recognised that most of the funding initiatives undertaken to date have not imFohed a large-scale 
commitment of resources to the problem. Even in states like California and New York, which have 
invested several million dollars for dropout prevention and recovery each year for the last few years, 
this investment represents but a small firaction of the total spent on elementary and secondary 
education in these states. Moreover, many <a the programs funded in states have been pilot or 
demonstration programs that will expire this year or neat In some cases, it already has been 
determined that the program will not be funded in future yean; in others, future funding is still 
uncertain. It is therefore undear whether states that have begun to tackle the problem are 
prepared to make the long-term investment of resources that is needed to deal vvith the dropout 
problem effectively. Without such a sustained commitment, however, the dropout problem will 
remain a critical one for the country's education system in the years ahead. 

This discusskm of strategies to finance dropout prevention programs was not intended to be 
exhaustive. Instead, it was designed to apprise policymakers of some of the diverse strategies 
available to them. These indude a variety of mechanisms to provide funding to school districts and 
other puUic institutions, as well as medianisms to promote indhddtial choice through financing of 
programs in private institutions such as educational clinics. As is evident fix>m the discusdon in the 
preceding section, there is no one "correa" strategjr to finance dropout prevention programs. 
Different strategies will be a^ropriate for different purposes in different settings. Policymakers 
need to think through the issues raised by different funding strategies to determine v«diich is best 
suited to their specific c<Hiditions and circumstances. 
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